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OVERVIEW 
AUDIT  OF 
BOARD  OF  PARDONS 
November  1976 

INTRODUCTION 

The  audit  of  the  Board  of  Pardons  was  a  financial-compliance  audit. 
The  purposes  of  the  audit  were  to  determine  whether  the  financial  oper- 
ations of  the  board  were  properly  conducted,  whether  the  financial 
statements  for  fiscal  year  1975-76  were  presented  fairly  and  whether  the 
board  complied  with  applicable  laws  and  regulations. 

The  audit  resulted  in  a  qualified  opinion  on  the  board's  financial 
statements.   A  qualified  opinion  means  that  the  financial  statements 
present  fairly  the  financial  position,  operations  and  changes  in  fund 
balance,  in  conformity  with  generally  accepted  accounting  principles 
except  as  specifically  noted. 

There  are  eight  recommendations  in  the  audit  report  which  are 
directed  to  the  board  or  the  Department  of  Institutions,  to  which  the 
board  is  assigned  for  administrative  purposes.   The  board  and  the 
department  concurred  with  all  recommendations  contained  in  the  report. 
The  full  texts  of  their  written  responses  to  the  audit  report  are 
included  in  the  report  beginning  on  page  19. 
SYNOPSIS  OF  MAJOR  FINDINGS 

The  following  are  the  areas  of  major  findings  in  the  report. 
Personal  Services 

The  salaries  of  two  board  employees,  a  clerk  and  a  part-time 
custodian,  were  paid  by  the  department's  Adult  Probation  and  Parole 
Bureau.   These  salaries  were  transferred  in  error  to  the  department's 


appropriation  during  the  reorganization  and  transfer  of  the  parole 
supervision  function.  The  salaries  of  these  employees  totaled  nearly 
$13,500.   Thus,  the  board's  operational  expenditures  are  understated  by 
nearly  22  percent. 

We  recommended  that  the  department  charge  the  salaries  of  these 
employees  to  the  board's  appropriation,  so  that  its  financial  reports 
would  more  accurately  reflect  its  operational  costs.   The  board  and  the 
department  have  agreed  to  implement  the  recommendation. 
Travel 

The  past-executive  secretary  of  the  board  was  overreimbursed  by  the 
board  for  travel  expenses  incurred  from  July  1,  1973  through  June  30, 
1976.   These  overreimbursements,  totaling  approximately  $750,  consisted 
of  travel  expenses  paid  both  by  the  board  and  other  agencies  and  organ- 
izations, and  travel  expenses  paid  by  the  board  for  travel  on  which  no 
state  business  was  apparently  conducted.   The  executive  secretary  has 
repaid  nearly  $400  of  the  overreimbursements. 

Because  these  overreimbursements  represent  apparent  penal  viola- 
tions, we  have  advised  the  Attorney  General  and  the  Governor  of  this 
matter,  pursuant  to  Section  79-2310(3),  R.C.M.  1947. 

The  problem  was  partially  due  to  the  lack  of  an  adequate  review  of 
travel  claims.   The  executive  secretary's  travel  claims  were  normally 
signed  by  the  board  chairman  prior  to  their  completion.   Thus,  no  review 
of  the  expenses  claimed  took  place  at  that  level.   The  claims  were 
reviewed  for  mathematical  accuracy  by  the  department's  accounting 
bureau,  but  these  reviews  did  not  determine  whether  the  claims  were 
legitimate  state  expenses. 
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We  have  recommended  that  the  board  and  the  department  establish  a 
strict  claim  review  system,  with  approval  of  claims  subsequent  to  their 
completion.   The  board  and  the  department  have  concurred  with  this 
recommendation. 

Accounting  Procedures,  Records  and  Internal  Control 

We  have  made  other  recommendations  designed  to  improve  the  board's 
and  the  department's  accounting  procedures,  records,  and  internal  control. 
These  recommendations  deal  with  various  aspects  of  their  operations. 
The  board  and  the  department  concur  with  these  recommendations  and  have 
already  initiated  steps  to  implement  most  of  the  recommendations. 
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ORRIS  L.  BRUSETT 
.EGISLATIVE  AUDITOR 


JOSEPH  J    CALNAN 
DEPUTY  LEGISLATIVE  AUDITOR 


STATE   OF   MONTANA 


(Dffrrs  vf  ike  Qtxpzh&ibt  ^.ubiivx 


STATE  CAPITOL 

HELENA.  MONTANA  59601 

406/449-3122 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  balance  sheet  of  the  Board  of  Pardons  as  of 
June  30,  1976,  and  the  related  statements  of  expenditures  compared  with 
appropriations;  expenditures  by  object;  and  changes  in  fund  balances  for 
the  year  then  ended.   Our  examination  was  made  in  accordance  with 
generally  accepted  auditing  standards  and  accordingly  included  such 
tests  of  the  accounting  records  and  such  other  auditing  procedures  as  we 
considered  necessary  in  the  circumstances. 

As  discussed  on  page  4  of  the  accompanying  report,  payroll  expend- 
itures for  the  Eoard  Administration  Program  were  understated  by  nearly 
$13,500  because  the  salaries  of  two  board  employees  were  paid  by  the 
Adult  Parole  and  Probation  Bureau  of  the  Department  of  Institutions, 
rather  than  the  Board  of  Pardons. 

In  our  opinion,  except  for  the  matter  discussed  in  the  preceding 
paragraph,  the  aforementioned  financial  statements  present  fairly  the 
financial  position  of  the  Board  of  Pardons  as  of  June  30,  1976,  and  the 
results  of  its  operations  and  the  changes  in  fund  balances  for  the  year 
then  ended,  in  conformity  with  generally  accepted  accounting  principles 
applied  on  a  basis  consistent  with  that  of  the  preceding  year. 

Respectfully  submitted, 


Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 


August  23,  1976 
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COMMENTS 
GENERAL 

In  1895  the  legislature  created  the  original  Montana  State  Board  of 
Pardons,  which  consisted  of  the  Secretary  of  State,  the  Attorney  General, 
and  the  State  Auditor.   The  "Probation,  Parole  and  Executive  Clemency 
Act,"  Chapter  153,  Session  Laws  of  1955,  changed  the  board's  composition 
to  a  three  member,  gubernatorially-appointed  board. 

The  Executive  Reorganization  Act  of  1971,  Section  82A-804,  R.C.M. 
1947,  describes  the  required  qualifications  of  current  board  members  and 
allocates  the  board  to  the  Department  of  Institutions  "for  administrative 
purposes  only  as  prescribed  in  Section  82A-108."  Pursuant  to  the 
Executive  Reorganization  Act,  the  department's  Management  Support 
Services'  staff  performs  accounting  and  budget  preparation  functions, 
including  the  maintenance  of  payroll  and  leave  records  and  personnel 
files.   Accordingly,  we  are  directing  our  report  recommendations  pertaining 
to  administrative  matters  to  the  Department  of  Institutions.   Recommendations 
relating  to  policy  matters  are  directed  to  the  board. 

Under  the  Executive  Reorganization  Act  of  1971  the  board  retains 
the  right  to  hire  and  supervise  its  employees  and  the  right  to  make 
policy  decisions.   Until  the  beginning  of  fiscal  year  1975-76,  the 
board's  major  function  was  to  administer  the  executive  clemency,  probation, 
and  parole  system.   This  included  the  supervising  of  parolees  and  proba- 
tioners by  parole  officers  and  the  holding  of  monthly  hearings  to  act 
upon  applications  for  pardons,  paroles,  and  executive  clemency. 

In  1975,  the  Board  of  Pardons  underwent  a  major  functional  reorgan- 
ization. Chapter  333,  Session  Laws  of  1975,  transferred  the  function  of 
supervising  parolees  and  probationers  to  the  Corrections  Division  of  the 
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Department  of  Institutions.   Approximately  40  of  the  board's  employees 
transferred  to  the  department. 

The  board  presently  has  three  staff  positions;  however,  the  executive 
secretary's  position  is  vacant  due  to  a  recent  resignation. 

Legislative  appropriations  to  the  Board  of  Pardons  totaled  $820,570 
for  fiscal  year  1975-76.   Prior  to  the  beginning  of  fiscal  year  1975-76, 
the  Governor's  Office  of  Budget  and  Program  Planning  transferred  $765,628 
of  the  board's  appropriation  to  the  Department  of  Institutions  to  fund 
the  parole  supervision  function.   The  Office  of  Budget  and  Program 
Planning  also  transferred  a  continuing  appropriation  totaling  $60,265 
from  the  federal  and  private  revenue  fund  to  the  department  during 
fiscal  year  1975-76.   As  shown  by  Exhibit  B  on  page  12,  the  remaining 
appropriation  plus  budget  amendments  totaled  $61,942,  of  which  $61,747 
was  expended  during  fiscal  year  1975-76. 

The  "Annual  Report  of  the  Board  of  Pardons"  for  fiscal  year  1975-76 
indicates  the  board  reviewed  and  acted  on  510  cases.   The  board  granted 
232  paroles,  discharged  16  parolees  from  supervision  and  made  recommenda- 
tions to  the  Governor  on  14  pardon  requests  and  one  request  for  commutation 
of  sentence. 
PERSONAL  SERVICES 
Payroll  Forms 

The  various  payroll  forms  utilized  to  authorize  deductions  from 
employees'  paychecks  were  not  correct  for  two  of  the  three  board  employees. 
The  payroll  status  form  filed  in  one  employee's  personnel  file  did  not 
include  authorization  for  a  $12.50  savings  bond  deduction,  even  though 
that  amount  has  been  deducted  monthly  for  more  than  one  year.   Another 
employee's  W-4  form  indicated  one  exemption  for  income  tax  withholding 
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while  the  payroll  status  form  indicated  no  exemptions.   Although  in 
these  instances  the  employees  were  aware  of  the  deductions  from  their 
pay,  the  lack  of  current  and  accurate  personnel  file  documentation  for 
payroll  deductions  results  in  serious  internal  control  weaknesses, 
including  the  possibility  that  improper  or  unauthorized  payroll  deduc- 
tions could  occur  without  detection.   All  actions  affecting  employees1 
pay  should  be  documented  and  retained  in  the  employees'  personnel  files. 

The  board  and  the  department  also  failed  to  file  the  Internal 
Revenue  Service  Form  1099,  "Statement  for  Recipients  of  Miscellaneous 
Income,"  for  the  compensation  paid  to  board  members.   As  described  in 
Management  Memo  1-73-2,  this  form  must  be  filed  for  compensation  totaling 
over  $600  paid  to  nonemployees. 

The  board  members  receive  $25  for  each  day  on  which  they  attend 
board  meetings,  usually  two  days  each  month,  and  for  each  day  they  spend 
reviewing  cases  prior  to  the  meetings.   The  board  members  normally 
receive  compensation  for  five  days  each  month.   All  three  board  members 
received  more  than  $600  during  calendar  year  1975. 

Department  accounting  employees  stated  that  they  did  not  begin 
preparing  the  board's  payroll  until  after  the  first  of  the  year,  and 
therefore  assumed  that  the  forms  had  already  been  prepared.   Board 
employees  were  unaware  of  this  reporting  requirement.   The  department 
should  report  all  compensation  to  nonemployees  in  excess  of  $600  to  the 
Internal  Revenue  Service. 

RECOMMENDATION 

We  recommend  that   the  department: 

1.        Maintain  current  payroll  deduction  authorizations  in  the 
personnel  files. 
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2.        Report  all  compensation  to  nonemployees  in  excess  of  $600 
to  the  Internal  Revenue  Service  and  to  the  State  Department 
of  Revenue. 

Expenses  Charged  to  the  Wrong  Appropriation 

In  addition  to  the  three  employees  listed  on  the  board's  payroll 
during  fiscal  year  1975-76,  the  board  also  had  two  other  employees — a 
full-time  clerk  and  a  part-time  custodian.   Salaries  of  both  employees 
were  charged  to  the  Adult  Parole  and  Probation  Bureau  of  the  Department 
of  Institutions  rather  than  to  the  Board  of  Pardons. 

Department  officials  stated  that  when  the  plan  for  transferring  the 
parole  supervision  function  to  the  department  was  developed,  they 
intended  to  transfer  the  clerk  to  Helena  as  a  bureau  employee.   There- 
fore, her  salary  was  included  in  the  operational  budget  for  adult 
probation  and  parole.   However,  it  was  later  decided  to  leave  the  clerk 
in  Deer  Lodge  as  a  bureau  employee.   The  clerk  and  board  officials 
stated  that  the  majority  of  her  duties  relate  to  the  board's  operations. 

Including  the  custodian's  salary  in  the  bureau's  operational  budget 
was  an  oversight  which  occurred  during  the  board's  reorganization. 
Department  employees  became  aware  of  this  situation  during  fiscal  year 
1975-76,  but  did  not  transfer  these  salaries  to  the  board.   They  stated 
that  the  budget  amendment  process  makes  it  difficult  to  transfer  salaries 
for  these  positions. 

The  salary  and  benefits  of  these  employees,  paid  from  the  bureau's 
appropriation  during  fiscal  year  1975-76,  totaled  nearly  $13,500. 
Therefore,  the  expenditures  required  to  support  the  operations  of  the 
Board  of  Pardons  for  the  year  are  understated  by  nearly  22  percent.   The 
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salaries  of  these  employees  should  be  charged  to  the  agency  and  appro- 
priation for  which  they  are  working. 

In  addition,  the  board's  appropriation  was  mistakenly  charged  for 
expenses  of  the  bureau.  The  items  charged  to  the  board  were  the  usage 
fee  for  a  copy  machine  in  the  Missoula  parole  office  and  three  months' 
electricity  bills  for  the  Bozeman  parole  office.  Although  the  amounts 
revealed  by  our  sample  of  expenditures  were  minimal,  a  weakness  exists 
in  the  procedures  for  reviewing  invoices  for  payment. 

This  problem  was  caused  by  the  transfer  of  the  parole  supervision 
function  to  the  department.   Many  bills,  which  were  previously  valid 
expenses  of  the  board,  are  still  addressed  to  the  board  in  care  of  the 
department.   Accounting  clerks,  who  are  responsible  for  paying  bills  for 
the  bureau  and  the  board,  sometimes  do  not  determine  that  the  bills  are 
no  longer  valid  board  expenses. 

The  accounting  bureau  should  charge  expenses  against  the  appropri- 
ation of  the  entity  which  incurred  them.   Improperly  charging  these 
expenses  to  the  board  resulted  in  the  overstatement  of  expenditures  in 
board  operations. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Charge   to  the  board's  appropriation  the  salaries  of  all 
persons  performing  the  board's  operations. 

2.  Develop  accounting  controls  to  ensure  that  expenses  are 
charged  to  the  correct  appropriation. 
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TRAVEL 

Over reimbursements 

Our  review  of  travel  claims  for  the  board  revealed  seven  instances 
of  apparent  overreimbursements  of  travel  expenses  to  the  executive 
secretary.   These  overreimbursements  were  of  the  following  nature: 

1.  Claims  filed  with  both  the  Board  of  Pardons  and  another  agency 
or  organization  for  the  same  travel  expenses; 

2.  Claims  for  travel  on  which  no  state  business  was  apparently 
conducted . 

We  determined  that  the  Board  of  Pardons  overreimbursed  the  executive 
secretary  by  approximately  $750  during  the  period  of  July  1,  1973 
through  June  30,  1976. 

In  one  instance,  the  executive  secretary  attended  a  seminar  in 
Annapolis,  Maryland.   The  Board  of  Pardons  paid  $332.14  for  the  airline 
ticket  for  that  trip.   The  sponsoring  agency  later  sent  a  check  payable 
to  the  executive  secretary  in  reimbursement  of  certain  travel  expenses, 
including  the  airline  ticket.   Board  records  indicate  that  the  executive 
secretary  never  reimbursed  the  state  for  the  ticket. 

The  executive  secretary  received  reimbursement  from  other  agencies 
or  organizations  and  from  the  board  for  the  same  travel  expenses  on  four 
other  trips.   He  did  not  reimburse  the  state  for  the  excess  reimburse- 
ments on  these  trips. 

On  two  occasions  the  board  reimbursed  the  executive  secretary  for 
weekend  trips  during  which  he  apparently  was  not  on  state  business. 

We  discussed  the  apparent  overreimbursements  of  fiscal  year  1975-76 
travel  claims  with  the  executive  secretary.   He  subsequently  made  resti- 
tution to  the  board  for  these  apparent  overreimbursements  totaling 
approximately  $400.   The  executive  secretary  has  since  resigned. 
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Subsequent  to  our  discussion  of  fiscal  year  1975-76  travel  claims 
with  the  executive  secretary,  we  audited  his  travel  claims  for  the  two 
prior  fiscal  years.   This  audit  revealed  two  more  instances  of  apparent 
overreimbursements  totaling  approximately  $350.   We  have  also  discussed 
these  overreimbursements  with  him. 

Because  these  reimbursements  represent  apparent  penal  violations, 
we  have  advised  the  Attorney  General  and  the  Governor  of  this  matter, 
pursuant  to  Section  79-2310(3),  R.C.M.  1947. 
Presigned  Travel  Claims 

The  executive  secretary's  travel  claims  show  the  approval  signature 
of  the  board  chairman.   However,  the  chairman  normally  signed  these 
claims  prior  to  their  completion,  usually  when  he  was  in  Deer  Lodge  for 
a  board  meeting.   The  executive  secretary  reviewed  and  signed  the  claims 
of  all  other  employees. 

The  signing  of  a  travel  claim  as  approved,  prior  to  its  completion, 
results  in  the  misconception  that  a  review  has  occurred.   Travel  claims 
should  be  reviewed  and  signed  only  subsequent  to  their  completion. 
Claims  should  be  reviewed  by  the  department's  accounting  bureau  for 
compliance  with  travel  regulations  and  for  mathematical  accuracy. 

RECOMMENDATION 

We  recommend  that   the  board  and  the  department  establish  a  strict 

claim  review  system,   with  approval  of  claims  subsequent   to  their 

completion. 

Travel  Advances 

Board  employees  pay  travel  expenses  from  their  own  resources.   The 
board  reimburses  them  only  after  they  submit  a  monthly  claim  for  travel 


-7- 


costs  incurred.   Two  board  employees  travel  extensively,  sometimes  out- 
of-state,  in  order  to  interview  inmates  prior  to  parole  hearings  and  to 
attend  seminars  and  conferences.   At  times,  the  travel  costs  for  these 
employees  have  exceeded  $300  monthly. 

Requiring  employees  to  finance  official  state  travel  causes  undue 
hardships  on  some  employees.   In  our  previous  audit  report  on  the  Board 
of  Pardons  (November  1973),  we  recommended  that  the  board  implement  a 
travel  advance  system.   Although  the  board  concurred  with  this  recommen- 
dation, no  such  system  has  been  implemented. 

The  Statewide  Budgeting  and  Accounting  System  provides  two  methods 
of  making  travel  advances,  through  the  contingent  revolving  fund  account 
or  the  "expense  advance  to  employees"  account.   Use  of  such  a  system 
would  eliminate  these  undue  hardships. 

RECOMMENDATION 

We  recommend  that  the  board  make  travel  advances  available  to  all 
employees  who  travel  on  state  business. 

EXPENDITURES 

Authorized  Signatures 

Our  review  of  expenditures  for  the  board  revealed  two  expenditure 
documents  signed  by  a  department  employee  who  was  not  on  the  list  of 
authorized  document  signers  for  the  board.   However,  these  documents 
were  processed  through  the  department  and  the  Accounting  Division, 
Department  of  Administration,  without  a  challenge  to  their  validity. 
One  employee,  who  transferred  to  the  Adult  Parole  and  Probation  Bureau 
several  months  ago,  is  still  listed  as  an  authorized  signer  for  the 
board. 
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Although  our  sample  did  not  reveal  approval  of  any  improper  expen- 
ditures by  these  individuals,  their  ability  to  have  claims  paid  illus- 
trates a  weakness  in  control  over  expenditures.   Unless  the  department 
or  the  accounting  division  reviews  expenditure  documents  for  valid 
approval,  improper  claims  could  be  processed  and  paid  without  detection. 

The  department's  accounting  bureau  should  maintain  its  file  of 
authorized  signatures  on  a  current  basis.   All  claims  sent  to  the 
accounting  division  should  contain  an  authorized  signature.   The  account- 
ing division  should  reject  transaction  documents  which  do  not  contain 
authorized  signatures. 

RECOMMENDATION 

We  recommend  that  the  department  maintain  its  file  of  authorized 

signatures  on  a  current  basis  and  reject  all  transaction  documents 

containing  unauthorized  signatures. 

Long-Distance  Call  Logs 

Our  previous  audit  report  on  the  Board  of  Pardons  (November  1973) 
recommended  that  the  department  require  board  employees  to  log  all  non- 
state  telephone  system  (STS)  long-distance  calls  and  establish  review 
procedures  to  verify  that  these  long-distance  calls  were  for  state 
business.   Although  the  policy  was  established,  long-distance  call  logs 
for  two  months  reviewed  during  our  audit  were  incomplete.   Employees 
logged  fewer  than  half  the  non-STS  long-distance  calls  made  during  those 
months.   Although  accounting  bureau  employees  compare  the  logs  with 
monthly  long-distance  charges,  they  do  not  determine  if  all  unlogged 
calls  charged  to  the  board  are  valid  state  expenses.   The  board  should 
see  that  their  policy  that  employees  log  all  non-STS  long-distance  calls 
is  fully  implemented. 
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RECOMMENDATION 

We  recommend  that  the  board  require  implementation  of  their  policy 
that  employees   log  all  non-STS  long-distance   telephone  calls. 

PRIOR  AUDIT  RECOMMENDATIONS 

The  Legislative  Auditor's  previous  audit  report  on  the  Board  of 

Pardons  (November  1973)  contained  23  recommendations.   Eight  of  these 

recommendations  are  no  longer  applicable  to  the  board's  operation, 

mainly  because  of  the  reorganization  of  the  parole  functions.   Twelve  of 

the  remaining  recommendations  were  implemented.   Three  have  not  been 

fully  implemented,  although  the  department  and  the  board  concurred  with 

them.   With  some  modifications,  we  again  make  these  recommendations  in 

this  report.   The  prior  recommendations  are  listed  below,  along  with  the 

page  number  on  which  they  are  discussed  in  this  report. 

Establish  a  strict   travel  claim  review  system  by  each  employee  ' s 

immediate  supervisor   (page   7). 

Adopt  the  policy  of  making  travel  advances  available  to  all 

employees  who  travel  on  state  business    (page  8). 

Require  all  employees  to  record  long  distance  telephone  calls 

on  a  form  designed  for  that  purpose  and  establish  review 

procedures  to  verify  that   long  distance  telephone  calls 

billed  the  state  are  for  state  business   (page  9). 

FINAL  COMMENTS 

We  have  reviewed  this  report  with  the  Board  of  Pardons  and  their 

staff  and  with  the  Director  of  the  Department  of  Institutions  and  his 

staff.   The  full  text  of  their  written  responses  to  this  report  begin 

on  page  19. 

We  wish  to  express  our  appreciation  to  these  officials  and  their 

respective  s caffs  for  their  cooperation  and  assistance  during  the  audit. 
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FINANCIAL  STATEMENTS 


Exhibit  A 


BOARD  OF  PARDONS 
ALL  FUNDS 
BALANCE  SHEET 
JUNE  30,  1976 


Federal  and 

General 

Private 

Fund 

Revenue  Fund 

ASSETS 

Available  for  Accrued  Support 

Expenditures  $7 , 327 

TOTAL  ASSETS  $7,327  -Q- 

LIABILITIES  AND  FUND  BALANCE 

Accrued  Support  Expenditures  $7,327 

Fund  Balance  

TOTAL  LIABILITIES 

AND  FUND  BALANCE  $7,327  -0- 


(See  accompanying  notes) 


-11- 


Exhibit  B 


BOARD  OF  PARDONS 

ALL  FUNDS 

STATEMENT  OF  EXPENDITURES  COMPARED  WITH  APPROPRIATIONS 

BOARD  SERVICES  PROGRAM 

FISCAL  YEAR  ENDED  JUNE  30,  1976 


General  Fund 


Federal  and  Private 
Revenue  Fund 


Appropriations 
Budget  Amendments 

Total  Available 


$54,942 

7,000 

61,942 


$60,265 


60,265 


Transfers 
Expenditures 

Unexpended  Balance 


61,747 
$   195 


60,265 


$  -0- 


(See  accompanying  notes) 
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Exhibit  C 


BOARD  OF  PARDONS 
GENERAL  FUND 
STATEMENT  OF  EXPENDITURES  BY  OBJECT 
FISCAL  YEAR  ENDED  JUNE  30,  1976 


Personal  Services 
Salaries 

Other  Compensation 
Employee  Benefits 
Total 

Operating  Expenses 
Contracted  Services 
Supplies  and  Materials 
Communications 
Travel 
Utilities 

Repair  and  Maintenance 
Other  Expenses 
Total 

Total  Expenditures 


542 

,373 

4 

,000 

5 

,099 

51. 

,472 

236 

2. 

,625 

2 

,308 

4, 

,867 

10 

109 

120 

10. 

,275 

161, 

,747 

(See  accompanying  notes) 
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Exhibit  D 


BOARD  OF  PARDONS 
ALL  FUNDS 
STATEMENT  OF  CHANGES  IN  FUND  BALANCES 
FISCAL  YEAR  ENDED  JUNE  30,  1976 


Federal  and 

General 

Private 

Fund 

Revenue  Fund 

Balance  July  1,  1975 


$  -0- 


$60,265 


Additions: 

Appropriations  from  General 

Fund  54,942 

Budget  Amendments  7,000 

Change  in  Reserve  for  Parolee 

Loan  Account  (Note  7)  1,135 

Transfer  from  Federal  and 

Private  Revenue  Account  500 

Repayment  of  parolee  loan 

previously  written  off                 25 
CETA  Grant  -  Parolee  Loan  Account     

Total  Balance  and  Additions         63,602 


500 


60,765 


Deductions: 

Expenditures  61,747 

Transfer  of  Revolving  Fund 

to  Adult  Parole  and  Probation 

Bureau  (Note  7)  1,640 

Expenditures  Charged  to  Fund 

Balance  20 

Reverted  Appropriation  195 

Transfers  -  Budget  Amendments 
Transfer  to  the  General  Fund 

Total  Deductions  63,602 

Balance  June  30,  1976  $  -0- 


60,265 

500 

60,765 

$  -0- 


(See  accompanying  notes) 
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Exhibit  E 


BOARD   OF  PARDONS 

STATEMENT  OF  CHANGES  IN  GENERAL  FIXED  ASSETS 

FOR  YEAR  ENDED  JUNE  30,  1976 


Beginning  Balance,  July  1,  1975  $4,487 

Additions : 

Vehicle  2,450 

Deductions : 

Vehicle  2,450 

Ending  Balance,  June  30,  1976  $4,487 


(See  accompanying  notes) 
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Exhibit  F 


BOARD  OF  PARDONS 


NOTES  TO  FINANCIAL  STATEMENTS 


Fiscal  Year  Ended  June  30,  1976 

1.  Summary  of  Significant  Accounting  Policies 

The  preceding  financial  statements  were  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  with  the  exception  of  the  financial 
statements  for  general  fixed  assets.   The  Statewide  Budgeting  and 
Accounting  system  does  not  include  a  system  of  recording  general  fixed 
assets.   The  financial  statements  for  general  fixed  assets  were  prepared 
from  agency  records. 

The  financial  statements  were  prepared  on  the  modified  accrual 
basis  of  accounting.   Modified  accrual  is  defined  as  "that  method  of 
accounting  in  which  expenditures  are  recorded  on  the  basis  of  valid 
obligations  and  revenues  are  recorded  when  received  in  cash.   At  the  end 
of  a  fiscal  year,  all  valid  obligations  against  an  appropriation  are  to 
be  accrued  as  expenditures  as  provided  by  the  law."   (Montana  Adminis- 
trative Manual,  2-0240.40.) 

2.  Comparability  with  Prior  Years'  Financial  Statements 

As  discussed  on  page  1  of  this  report,  the  parole  supervision 
function  of  the  Board  of  Pardons  was  transferred  to  the  Corrections 
Division  of  the  Department  of  Institutions  on  July  1,  1975,  pursuant  to 
Chapter  333,  1975  Session  Laws  (House  Bill  646).   This  transfer  reduced 
the  number  of  employees  by  nearly  90  percent,  with  a  concurrent  decrease 
in  appropriations  and  expenditures.   As  a  result,  the  financial  state- 
ments for  the  fiscal  year  ended  June  30,  1976,  are  not  comparable  to 
those  of  prior  years. 
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3.  Appropriation  Transfers 

Transfers  of  appropriated  funds  disclosed  in  the  financial  state- 
ments were  the  result  of  the  transfer  of  the  parole  supervision  function 
from  the  board  to  the  department.   The  transfers  were  necessary  to  fund 
the  transferred  programs.   They  are  discussed  in  greater  detail  on  page 
2. 

4.  Retirement  Plan 

Employees  of  the  board  are  covered  by  the  Public  Employees'  Retire- 
ment System,  a  contributory  plan  under  which  the  state  contributes  5.55 
percent  of  an  employee's  gross  wages  and  the  employee  contributes  6 
percent  of  his  gross  wages  to  the  plan.   The  agency  incurred  pension 
costs  of  $2,215  during  fiscal  year  1975-76.   The  state's  policy  is  to 
fund  accrued  pension  costs. 

5.  Vacation  and  Sick  Pay 

Liabilities  incurred  because  of  employees'  unused  vacation  and  sick 
pay  are  not  recorded.   The  related  expenditures  are  recorded  when  paid. 
Permanent  employees  are  allowed  to  accumulate  and  carry  over  into  a  new 
calendar  year  a  maximum  of  two  times  their  annual  accumulation  of  vacation, 
Upon  termination,  qualifying  permanent  employees  having  unused  accumulated 
vacation  and  sick  leave  receive  payment  for  vacation  on  a  100  percent 
basis  and  sick  leave  on  a  25  percent  basis.   The  amount  of  the  liability 
associated  with  unused,  accumulated  vacation  and  sick  leave  at  June  30, 
1976,  was  not  readily  determinable. 

6.  Office  Space  and  Accounting  Services  Provided  by  Other  Agencies 
The  Montana  State  Prison  provides  office  space  in  Deer  Lodge  to  the 

Board  of  Pardons  at  no  charge.   The  Department  of  Institutions  provides 
accounting  services  to  the  board  without  charge. 
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7 .    Transfer  of  Parolee  Loan  Account  to  the  Adult  Parole  and  Probation 

Bureau 

For  several  years  the  Board  of  Pardons  operated  a  revolving  fund 
account  for  the  purpose  of  giving  small  loans  to  parolees  upon  their 
release  from  prison.   The  total  of  cash  in  the  bank  and  loans  receivable 
from  parolees  was  reflected  on  the  Statewide  Budgeting  and  Accounting 
System  as  a  revolving  fund  cash  account.   The  transactions  recorded  in 
that  account  did  not  reflect  the  daily  loans  made  or  the  repayments. 
The  board  maintained  the  revolving  fund  cash  in  a  Deer  Lodge  bank  and 
controlled  the  expenditures  and  repayments  in  hand-kept  records  at  the 
board's  office.   Those  records  indicate  that  the  board  loaned  $925  to 
parolees  and  received  repayments  of  $487  during  the  fiscal  year. 

This  account  was  transferred  to  the  Adult  Parole  and  Probation 
Bureau  of  the  Department  of  Institutions,  pursuant  to  the  transfer  of 
the  parole  supervision  function  to  the  bureau.   Outstanding  loans  totaled 
$1,201  and  cash  in  bank  totaled  $439  when  the  account  was  transferred  to 
the  department  on  January  29,  1976. 
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AGENCY  REPLIES 


THOMAS  L.  JUDGE 

GOVERNOR 


BOARD  OF  PARDONS 

PHONE  846    1404  1119    MAIN   STREET 

DEER  LODGE.  MONTANA    59722 


ROBERT  T.   O LEARY 

HENRY  E     BURGESS     vicecma 

EDWIN  H.  JASMIN     «CB£TAor 


NOV  >     ' 

•■-•    •  LEGISI 


November  4,  1976 


Morris  L.  Brusett 
Legislative  Auditor 
State  Capitol 
Helena,  Montana   59601 

RE:   Legislative  Audit,  Board  of  Pardons,  Fiscal  Year 
Ending  June  30  ,  19  76 

Dear  Mr.  Brusett: 

This  acknowledges  your  letter  of  November  3,  19  76  and  the 
enclosed  discussion  draft  of  the  Legislative  Audit  of  the 
Board  of  Pardons.   Because  of  your  request  that  my  reply  be 
made  before  November  5  I  will  be  unable  to  obtain  the 
concurring  signatures  of  the  other  members  of  the  Board  to 
this  reply  but  I  do  trust  that  my  responses  will  be  satisfac- 
tory to  the  other  members  of  the  Board. 

Initially,  we  do  appreciate  your  explanation  of  the  entitle- 
ment of  Board  members  to  meal  reimbursement  while  travelling 
on  State  business,  or,  in  particular  while  working  in  Helena 
which  is  the  residence  of  two  of  the  Board  members.   I  am 
sending  the  other  Board  members  a  copy  of  your  letter  so  that 
we  will  all  understand  the  requirements  for  reimbursement  for 
meals . 

Also,  this  morning  I  talked  with  Jim  Haubein,  the  Administrator 
for  Management  Support  Services  in  the  Department  of  Institu- 
tions, and  he  advised  that  he  was  going  to  respond  to  the 
Legislative  Audit  with  respect  to  those  matters  that  are  clearly 
the  administrative  functions  provided  by  the  Department  of 
Institutions  to  the  Board  of  Pardons.   Accordingly,  I  will  not 
respond  directly  to  such  items  other  than  to  state  that  the 
Board  is  in  general  agreement  with  the  recommendations  made 
by  the  Legislative  Audit  regarding  recommended  bookkeeping  and 
record  keeping  changes. 
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Morris    L.    Brusett 
Page    2 


November    4,     1976 

RE:       Legislative    Audit,    Board    of    Pardons,    Fiscal    Year 
Ending   June    30,     1976 


During   our    discussion    at    the   meeting    of    October    29,    1976 
the   Board    agreed   that    a   strict    claim   review    system,    with 
approval    of    claims    subsequent    to    their    completion,    should 
be    established    to    avoid    the    problem   that    occurred  with    the 
over-reimbursement   with    the    Executive    Secretary    in    the   past. 
Since    July    31,    1976    the    Board   has    instituted    a   policy    that 
all    travel    and   expense    claims    will    only   be    approved    after   they 
have   been    incurred    and    after    the    claim    form  has    been    prepared 
detailing    the    travel    and   expense    claimed.       This    policy   will 
continue . 

With    respect    to    long    distance    telephone    call    logs    for   employees 
of    the   Board,    we    have    directed    the   Executive    Secretary    to   keep 
a   current    monthly    log    of   each    and   every    long   distance    telephone 
call   made    other    than    on    the    State    system   and   have    also   directed 
that   he    make    sure    that    other    employees    of    the    Board  keep    the 
same    type    of   monthly    log. 

Further,    with    respect    to    making    travel    advances    available    to 
employees    of    the   Board,    the    Department    of    Institutions    has 
advised   that    they   will    acquaint    the    employees    with    the    procedure 
for    obtaining    travel    advances    and    thereforp,in    the    future, 
any   employees    who    require    a   travel    advance    for   necessary    travel 
on   Board   business    may    obtain    such    an    advance    by    complying  with 
the   established   procedures. 

The   Board    appreciates    the    cooperation    and    assistance    given   to 
it    and   it's    employees    by    your    office    and   particularly    the 
advice    and   help    given    by    Mr.    Smith.       We   believe    that   we    are 
in    compliance   with    each    of    the    recommendations    directed   toward 
the   Board    and   hopefully   will    be    able    to    carry    out    the    changed 
procedures    in    the    future. 

If   you   have    any    further   questions    or    if    I    can   be    of    any 
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Morris  L.  Brusett 
Page  3 

November    4,     1976 

RE :       Legislative    Audit,    Board    of   Pardons,    Fiscal   Year   Ending 
June    30,    19  76 


additional    assistance    in    responding    to    the   Audit    Report, 
please    let   me   know. 


Yours    sincerely, 


Robert   T.    O'Leary, 

Ch  ai  rman 

Board    of   Pardons 


/ 


RTO/rr 

cc:   Ed  Jasmin,  President 

Northwestern  Union  Trust  Company 
Helena,  Montana  59601 

Hank  Burgess 

c/o  Caroll  College 

Helena,  Montana  59  601 
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j&ate  of  tMontsum 

JSeparirtmtt  of  ^Institutions 


GOVERNOR 

Thomas  L.  Judge 


jirector 

Robert H    Mattson 


^elena,  59601 


November  5,   1976 


BOARD   MEMBERS 

ZELLA  A.   JACOBSON      GREAT   FALLS 
Eldon  E.  Kuhns.  BILLINGS 
Willis  M.  McKeon    malta 
Robert  J.  Pallo.  kalispell 

JOHN  W.   STRIZICH      M.D  .    HELENA 


NOVO     ■ 

MONTANA  LEGISLATIVE  AUDITOR 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  Montana  59601 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  the  Office  of  the  Legislative 
Auditor  on  the  Montana  Board  of  Pardons.  Our  review  was  made  in  cooperation 
with  Robert  O'Leary,  Board  Chairman  and  Jack  Lynch,  Executive  Secretary  for  the 
Board. 

The  report  provides  a  \jery  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  recommendations  is  attached. 

Sincerely, 


RHMrjw 
Enclosure 


7>2LtV/  yk«za^ 


Robert  H.  Mattson 
Director 
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RESPONSE  TO  LEGISLATIVE  AUDITOR'S  RECOMMENDATIONS 
FOR  THE  BOARD  OF  PARDONS 
Recommendation  -  Page  3 

1.  The  department  maintain  current  payroll  deduction  authorizations  in  the 
personnel  files. 

The  authorizations  for  payroll  deductions  have  been  put  in  the  personnel 
files  as  of  this  date. 

2.  The  department  report  all  compensation  to  nonemployees  in  excess  of  $600 
to  the  Internal  Revenue  Service  and  to  the  State  Department  of  Revenue. 

The  Department  of  Institutions  took  over  the  Fiscal  Affairs  of  the  Board 
of  Pardons  in  January  1976.   In  this  process  there  was  some  correspondence 
concerning  this  compensation  paid  to  the  Board  members  and  they  were  led  to 
believe  this  compensation  was  not  taxable.   This  will  be  corrected  and  1099 
forms  will  be  filed  for  the  three  Board  members  for  the  1975  calender  year. 
The  Board  members  will  be  notified  so  they  may  file  amended  tax  returns. 

Recommendation  -  Page  5 

1.  The  department  charge  the  Board's  appropriation  the  salaries  of  all  persons 
performing  the  Board's  operations. 

During  the  1976  Fiscal  Year  the  Parole  and  Probation  function  was  moved 
from  the  Board  of  Pardons  to  the  Corrections  Division  in  the  Department 
of  Institutions.   Not  all  program  transfers  were  made  to  reflect  the 
movement  of  the  personnel  involved.   For  the  1977  Fiscal  Year,  the  cus- 
todian position  has  been  transferred  to  the  Board  of  Pardons  and  the  Board's 
appropriation  will  be  charged  for  that  salary.   The  clerk  position  has  not 
yet  been  transferred.   The  department  and  the  Board  will  negotiate  this 
matter  when  their  staffing  needs  can  be  determined  which  is  partially  con- 
tingent on  where  the  offices  of  the  Board  will  be  located. 

2.  The  department  develop  accounting  controls  to  insure  that  expenses  are  charged 
to  the  correct  appropriation. 

This  has  been  accomplished  by  having  one  person  in  the  Fiscal  Bureau  handle 
all  the  Board  of  Pardons  expenditures.   The  Board  of  Pardons  will  be  furnished 
copies  of  SBAS  Reports  as  a  further  check  on  the  accuracy  of  their  expendi- 
tures. 

Recommendation  -  Page  6 

Our  attorney  Nick  Rotering  has  contacted  the  Attorney  General's  Office  and 
the  Department  will  work  with  them  in  recovering  the  $350  overpayment  of 
Travel  Reimbursement. 

Recommendation  -  Page  7 

The  board  and  the  department  establish  a  strict  claim  review  system,  with 
approval  of  claims  subsequent  to  their  completion. 
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Response  to  the  Legislative  Auditor's  recommendation  for  the  Board  of  Pardons  -  Page  2 


The  Chairman  and  the  Executive  Secretary  of  the  Board  of  Pardons  have  sec  up 
a  review  process  of  aJ 1  Travel  Claims  upon  their  completion.   These  claims 
are  audited  for  their  compliance  to  the  State  Travel  Regulations  by  the 
Fiscal  Bureau  of  the  Department  of  Institutions. 

Recommendation  -  Page  8 

That  the  Board  make  travel  advances  available  to  all  employees  who  travel 
on  state  business. 

The  Board  has  agreed  to  having  their  employees  utilize  the  travel  advance 
prior  to  traveling  on  state  business. 

Recommendation  -  Page  9 

The  department  maintain  its  file  of  authorized  signatures  on  a  current  basis 
and  rejects  all  transaction  documents  containing  unauthorized  signatures. 

The  Department  will  bring  its  authorized  signature  file  up  to  current  status 
and  audit  transactions  documents  for  authorized  signatures. 

Recommendations  Page  1C 

That  the  Board  require  implementation  of  their  policy  that  employees  log 
all  non-STS  long-distance  telephone  calls. 

This  will  be  accomplished. 

PRIOR  AUDIT  RECOMMENDATIONS 

1.  Establish  a  strict  travel  claim  review  system  by  each  employee's  immediate 
supervisor. 

2.  Adopt  the  policy  of  making  travel  advances  available  to  all  employees  who 
travel  on  state  business. 

This  will  be  done.   See  prior  response. 

3.  Require  all  employees  to  record  long-distance  telephone  calls  on  a  form 
designed  for  that  purpose  and  establish  review  procedures  to  verify  that 
long-distance  telephone  calls  billed  the  state  are  for  state  business. 

This  will  be  done.   See  prior  response. 
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